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SUBJECT: WEINBERGER VISIT TO EUROPE 

1. FOLLOWING ARE SUGGESTIONS POR BRIEPING NOTES POR 
SECRETARY WEINBERGER. 

2. THE LABOUR GOVERNMENT IS EXPECTED TO CALL AN 
ELECTION IN OCTOBER IN THE HOPE OF TRANSFORMING ITS 
NARROW PLURALITY IN THE HOUSE OP COMMONS INTO A MAJORITY. 
MAJOR NEW INITIATIVES TO DEAL WITH BRITAIN'S MAJOR 
ECONOMIC AND SOCIAL PROBLEMS ARE LIKELY TO BE DEPERRED 
UNTIL ALTER THE ELECTION. 

3. BRITAIN'S ECONOMIC PROSPECTS ARE BLEAK. MOST 
PORECASTS AGREE THAT THERE WILL BE NO REAL GROWTH IN 
GROSS DOMESTIC PRODUCT (GDP) IN 1974. THERE WILL 
PROBABLY BE A SLIGHT DECLINE IN REAL OUTPUT. UNEMPLOY- 
MENT, CURRENTLY AT A RATE OP 2.5 PER CENT, IS EXPECTED 
TO RISE TOWARD THE END OP THE YEAR. AT THE SAME TIME, 
INPLATION IS EXPECTED TO REMAIN A MAJOR PROBLEM. 

RETAIL PRICES, WHICH ROSE OVER 9 PER CENT IN 1973, 
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ARE EXPECTED TO INCREASE BY 17-20 PER CENT IN 1974. 
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OVER THE LONG RUN, THE GOVERNMENT MAY NOT HAVE MUCH 
MORE SUCCESS WITH ITS "SOCIAL CONTRACT" THAN THE 
CONSERVATIVES DID WITH THEIR WAGE CONTROLS. THE HIGH 
COST OF BASIC MATERIALS AND FUELS HAS ALSO PUSHED UP 
PRICES. BUSINESS CONEIDENCE IS LOW, BOTH BECAUSE OE 
THE GENERAL ECONOMIC OUTLOOK AND LEAR OF GREATER 
GOVERNMENT CONTROL OE INDUSTRY UNDER A STRONGER 
LABOUR GOVERNMENT. THE BALANCE OF PAYMENTS OUTLOOK 
EOR 1974 IS ALSO GLOOMY. THE EORECASTS OE A TRADE 
DEEICIT RANGE EROM 4.5 TO 5 BILLION POUNDS (ABOUT 2 
BILLION OF THIS DUE TO INCREASED OIL PRICES) AN 
INVISIBLES SURPLUS OF ABOUT I BILLION POUNDS, AND A 
CURRENT DEEICIT OE 3.5 TO 4 BILLION POUNDS. 

4. INELATION HAS BEEN AT THE ROOT OE THE CURRENT 
CONTROVERSIES OVER HEALTH AND EDUCATION. 

THE NATIONAL HEALTH SERVICE IS EACING ITS WORST CRISIS 
SINCE ITS EORMATION IN 1948. NURSES, HOSPITAL 
TECHNICIANS AND OTHER HOSPITAL WORKERS HAVE BEEN 
RESORTING TO SLOWDOWNS AND SPORADIC STRIKES EOR HIGHER 
WAGES. DOCTORS HAVE ALSO BEEN DEMANDING BETTER PAY. 
HOSPITAL BUILDING PROGRAMS ARE INADEQUATE. REPRE- 
SENTATIVES OE THE MEDICAL PROEESSIONS HAVE DEMANDED 
AN IMMEDIATE INJECTION OE 500 MILLION POUNDS INTO 
THE NATIONAL HEALTH SERVICE, BUT THE GOVERNMENT HAS 
ONLY BEEN ABLE TO OEEER 40 MILLION. AN ANCILARY 
DISPUTE HAS ERUPTED OVER THE LABOUR GOVERNMENT'S 
PLAN TO REMOVE PRIVATE BEDS EROM STATE HOSPITALS. 

THE DOCTORS ARE COMPLAINING THAT THEY HAVE NOT BEEN 
CONSULTED SUEFICIENTLY ABOUT THIS PLAN. 

5. TEACHERS HAVE ALSO BEEN BECOMING MORE MILITANT 
IN THEIR DEMANDS EOR HIGHER PAY. ONE OE KEY MAIN 
ISSUES IS HIGHER ALLOWANCES FOR TEACHERS IN THE GREATER 
LONDON AREA. THE PAY BOARD HAS RECOMMENDED AN 
INCREASE IN THESE ALLOWANCES, BUT THE TEACHERS HAVE 
ASKED EOR MORE. THEY HAVE TAKEN OCCASIONAL STRIKE 
ACTION TO STRENGTHEN THEIR DEMANDS. 
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